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Program budgeting is a system that focuses on 
outcomels rather than' on -inputs^ relates resources to outcomes^ 
includes more than one. time interval, in the- budget document ^ ^ and 

-states outcomes in peasurable terms. If -the assumptions underlying 
"program* budgeting aW accepted ^ . the system can be an ef fective' tool 
f of' iden.t if ying . new vay^s to do Jobs faster, better/ and less 
^expensively • ^ Some technical and psychological problems may h^ave to be 
overcome before, the potentral benefits of'.program budgeting 
realized. The major technical ^ problems are determining the r 
costs of 'programs and .determining the causal effects* of progr 
decision to implement a prog^ram ' budgeting system should be a 
process: (1) define and limit a prpblem to be solved or a q.ue 
bej.-25<lSwer ed; (2) analyze- the problem in terms of technical or 
psychological factors^ and anticipate new problems that may 
a result of solving the original problem; (3)^ develop stand 

"'which solutions to the problem can be evaluated; (U) collec 
organize all data pertinent to the decision; (5) seljfect a pr 
solution^tjD the pfoblem and test it; and (6) implement the p 
solution and Evaluate it, ( Author/IRJ') 
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PLANNING FOR PROGRAM BUDGETING 



by 



^ ' ^ ' Kenneth M. Matthews 

Many governing boards and admiaistrators have considered or 
attempted to implement Program Budgeting in their educational insti- 
tutions. Few, if any, have ,$.nticipated the magnitude or complexity 
of the problems associated with the process. This monograph provides ^ 
decision-makers with information to help them deal with these problems. 

Program Budgeting is described as a system for securing^ answers 
to four basi c .questions . Based on these questions the essential 
characteristics of an operational Program Budgeting system are: 
(l) focusing on outcomes rather than inputs, (2) the relating of renources 
to outcomes, (3) including more than one time interval in the budget 
document, and (M stating outcomes in measurable terms. 

The a^siampti.-<;^nG^ underlying the rationale for developing a Program 
Budgeting nystem are identified along with techniques for realizing the 
potential benefits of the system. Technical and psychological problems 
associated with Program Budgeting are presented as obstacles to the 
realization of the system's potential benefits. 

Planning for Program Budgeting is seen as a six-step decision-making 
process. Each step of the process is accompanied by suggested activities 
and considerations. The monograph concludes with a bibliography of 
pertinent publications. "^^^ •■ 1 
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. Kenneth M. Matthews 

\- ^ 

Introduction 

M^y governing boards and adminij Orators have considered or • 
attempted 'to implement Pro^^ram Bud ret inr in their educational insti- 
tutions. F^, it' any, have anticipated the magnitude or complexity 
of'the probleiii* associated with the process. ?>()jne of the dirficultien 
encountered by those attempting to implement a Program. Budgeting system 
resulted from: (l) an inadequate understanding of the^concept, 
(2) failure to accept the assuinpt i rms underlying the concept, (3) igno- 
rance of the limitations of the system, or ('4) insufficient consideration 
of the objectives to be met by 'Hmpl ementing the system. This r' >^ 
serves as a pfimer for those who are considering Initiating a Program 
Budgeting system in their organ iv,at i ons . 

What is Pr^'gram Budgeting? 

(>)n^^:^erabl e variation exists in the desc^ri pt i ons of Program P.uci- 
^.^e1;,ing. ^ Pre:) gram Budgeting har, b^^en described as a systematir ap[)r"at'fi 
to deoi^on making, a framework for planning,^ a c' jrr.miin i cat i r ,n t.',f>l,' 
and a dAsrrMJ-ned way of r^Mating activiti**r, r .b,] pcM, i ves . 



"^Robert F. Allot^^. and . A. .^unrhf^rr, ^^p^rati^nal PPpr for Kdura- 
tion (Fvanston, New York: liarper and RfW, 1 071) pp . 9-10 . 

'^^^rlando F. Furno; George .T . Collins; and George B. Brain, PI ann i ng 
Programming Budg-eting Hystems - A Practical Aj^proarh ''By the auth^^rs , 
19TP) p. 2. . 

^Stephen J . i^neze vi rh , F'r-,''gr?im Bufjgeting - ( PPBr> ) , P^erkeley, 
California: Mc%tchan Publishing ^^rporation, 107'^, p. ^. 
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Considerable variation is also evident in the acronyms which have 
been proposed for Program: Budgeting systems in education. The most 
common being PPBS - Plantiing, Pi^gramming, Budgeting System. [Other 
acronyms include: PPBES - Planning, Pi?ogramming , Budgeting, ^nd Evalu- 
ation System; PPBADERS V Planning, Programming, Budgeting, Analyzing, 
Deciding, Evaluat ing , 'and Recycling System; RADS - Re'^Jource Allocation 

ion System;/ and tRMS - Educational Resources Management System. 

In spite of differing descriptions of Pziogram Budgeting,, the 
concept itself is simple. Program Budgeting may be thought of as a 
system of securing answers to four basic questions: (1) "What do you 
.want to achieve?" (2) "How can you achieve it?" C^) ^'When will you 

5 

achieve it?" and ( ^4 ) "How will you know that you ^lave achieved it?" 

Examination of these four questions reveals characteristics which 
will be present in an operational Program Budgeting system. The locus " 
of Program Budgeting is on outcomes rather than on inputs. Tpe first 
question, "Whiat do you want to achieve?" identifies the focus of Program 
Bud^^et in>^. . Ail otlier processe.s are dependent uyion the identification of 
the do^iire<i outcomes or objectives. None of the other questions can be 
answered until t hiC desired objectives are determined. 

The second fjuo.st ion requires consideration of strategies or activi- 
ties for achieving the objectives. This programming process includes 
the identification of the resources required by each strategy designed 

T 

^ Ibid , pp. 1-13. 

^Robert F. Alioto and J. A. Jungherr, Operational PPBS for Education 
(Evanston, New York: Harper and Row, 1^J71), p. 9. 
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to accomplish the denired objectives. Thus, in an operational Prr)^3ram 
Budgeting system, resources arl? related to objectives. ' 

"When will you achieve it?" implien that different objectiven may 
be achieved at different times. If resource^i are related to objectives 
and different objectives can be achieved at diflerent times, thf^n a 
Program Bud/.^el document must include more than a sin/'ile intf^rval r.f 
time. Most commonly, this is referreJ tr) fir, multi-yeiir bu^i/.^eti nf% 

T<") answer the last question, "ilow yill you know that ynn havf* 
achieved it?" requires that objectives be stated in terms wh^irh can be - 
evaluated. If objertiver. are rotated in terms which cannot be p val uatf^d , 
then the last quf^i'.t i< -n cannc^t be am^wered. 

Hased \jpon tho above, an opprat(^i ' ^nal Prop;ram Bud^^etin^ systf^m will 
be characterized by at least the ft >1 lowing conditions: 

1. The forus is '^)n (»utromes rathr'r than on inputs. 

He our CPS are related to (lut comes. 

•i. More than >np interval of time is included in the buti^ct 
dc'T ument . 

Outr'>mpf? are stated in mr^i;: urabl ^' terms. 
Accord int/ la • )tio aut^irjrity, an educit i onal institution f^mn^'t br» ,r} 
sirjered t' . t** iperat.in^ in a Pro^^ram Budr^'tin^.' m<:>de unless all of 
dimensi'Tis nvf^ presmit. This p^dnt '^V view is "'>nr» i r.tent with the vnri<iu 
acronyms pr^'po;^ed r-^r Pr^rram Budr'^tinr. AM nf t.he acronyms use the 
lettet "r." signify that Profrr'ur. Budf-^et i n/^' i r. a system. (Vmr. i :* t enl 

% ^^'''tephf^n J. Knezcvir-h, I'roKram. B^idr.etinf: - ( I'lVB' ' ) . (Berkeley 

'^il i,n>mia: Mc^^jtchan Pub 1 i ::h 1 d/l' Cr^rporat 1 on , p. ]f} . 



with the nyntems concept, the variouu proce5:;:ieii in Program Biid/':etin^/ are 
interacting and interdependent components of the cc^ntinuous cyclic syntem. 
One 'part of the system cftnnot be conr. 1 d^^reci ar. a j'.ubntitute for the wh(^le. 

Assumption's Underlying Program Budgeting 

The ratinnah* I'^r df^velopiri^ a Pro^^ram Btidf^et i n/?, system is based upon 
six assumptions. The utility of Program Hudgetlnf?; to educational organi- 
z at inns is dependent up^^n the acHM.^ptance n f these assumption.^ by the 
policy makers, admi n i s t rat > )rr. , and workers, the organization. The 
six assiamptions are: 



1. Tha resources available t< - an institution are less than 
equal to the demancir. nf the institution. 

P. The educational institution exist:*, to prn^uce a set r»r 
r)utc(.>me*s - t(\ achieve ('crtain oh,] f*c lives expressed nr, 
npet: i V ir changes i n ('harac te r i s t i cs of the 1 earners . 

^. The* ' b.lfM-tiVfV. {^f an ^^lucat. i - na 1 institutir)n can be 

ach i ^"Vf^d^ thervret 1 ra 1 1 y in a multitude of ways (program 
pi ari:i ) )me V wh i ch are morf* e (M'eft i ve than others . 

U. Thf» proijuct i V i tjr an eriiif-at ional institution c*an be 
1 nr rf*ar:f»{i by t.hf* ' rganization of learning activities 
and support inr :'f*rviros intf> programs sp»*c i fi r.-a 11 y 
fiir<»ct.e(i tf^^rir 1 nchilevlng previf>usly delMned goals 
and ' b.ject i ver: . 

. hotter de{M::ions regarding the sele(*tifm of prcjgram 
pi ans and gr(*atf»r bene fi t Vv the^ r op)(»rat i on renu 1 t 

when thf* rosts thf*re()r art* o"nsidf*rf*d a l<^)ng-term 
(mult I -year) basis. 

Belter decisions regarding" t. hf* seb^i-tion (^f program 

p 1 ans and greater bene f i ts from t he i r app 1 i cat i on 
result when o\jtcoWn are related methodically to 
object i ves . 



^William H. ('urt>is (cd.) PMutvati inal Resources ManagRjnent [Systems 
(^'hi^'ago: F^e search ^ 'orporat, i r)n of the Association of T.chof'l Business 
' nffic'ials, lOYl ) pp. V!" 
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If the^f annujnpt iorui :iro rmt fic^cepted by the policy makers and 
th^>ne who munt nperat 1 • >nnl i ze the ."Jy^-em, then the UGefulness nf 
ProKrom Budretin^.^ tr> the )r^:'iM i ^ at ion will bf diminished. 




potential Benefitn '^C Frrip^ram Budp;otin/T 

Pror, i imit .1 .hr)ivr>n r.aw Pr<>r.ram Budget i n;.': , in the Federal f^ove rnmf^at , 
ar. a t^.. 1 whi^-h wm^jI i help id^'ritify new wayr, tf) dn .1r.br. fanter, bftt^r, 
aril lfr,n expfvi:; i v<» 1 y . ' f'r^^^ram P.u(lf'f*t i o/-' nyr.tem;^ i n« (Mlucation hav^ 
thi:: name potential. ('v^nt a 1 y i r. tft-hn i quer. arr* pnGent4aJ to the 
realization of pr-^f-ntial bf^nefitn of Program BudKetin^-' fJji^stemn, 

Inherent in all ^^o-.t analyr,i:i torhniquen ir, the (^onr. i d^rat inn ^^f timr 

J ^ 

a:i a ro^ourco in a id it. ion to t,ht» human find matf*rial renourcej?. 

('or,t f^nalyiw:; tpc-hnique:: vary in def';r^'e (»r r.ophi n t i r-at i on , Tho 
mc^nt elementary boin^/ a ,mpar i :^ >ri of t4u" oostn. oT altrrriativr yirn^rmnr 
f)ereeived to bp pqifal ly f !* iVvM. i vr* in ac^hiovinf-" dmired objecaivor.. 
More com[)lr'x '-o^.t arifi 1 y r,f-^^^J/n vo l vH a rDmparir.on of a-iternative prorrrmr, 
ditM>riru-" in fM^-r t. i vo4^f^';:^^-Ttfr^e 1 1 ar, in rontr. . Of pven ^.^roat^r 
r.ophir.tirat ion aro <:or,t analyni:; tp<'hn i qii(»n whieh pr(*di('t< thf relativf* 
utility oT propramn with multipU- ot),)of't i vor. and undete rm i nerl pfrnrtivo-. 
ner.r. in a'-hirvin/^ Ihf^ru* ^'bJfMM. i vrr. . 



Robertj P\ AMot.' mid .1. A. Juru^hnrr, ^operational PPBo f' r Fdurati( 
(Evannton, New York: Harper and H^w, 1071) p, O. 



Pr oblems of Realizing the Potential 
Benefits of Program Budge1?ing 

The major technical problems which must be overcome before the poten- 
tial benefits of Program Budgeting are realized can be placed into two 
categories. These categories are: ,(1) dcLermining the relevant costs of 
pro^-^,rams , and (2) determining the causal effects of programs. 

Certain program costs^are clearly relevant. Th(* salaries ot teachiers, 
textt^ooKs, and teaching supplies used in the j)rogr\im are [>lainly direct 
costr, oi the program. ' Other program costs are not so obvious. The cost 
of administrative services, transportation, plant maintenance and operation 
are not always clearly identifiable as relevant costs of a program. - What 
cost j are relevant varies wit hi programs, ar. well ar: wit hi individuals' 
interpretations ot the term relevant. 

The causal offecitn oi educational progrvimr> are difficult to /isolate 

i rom other emrlTonmen t al influences. When chanr.es occirr in the /ehavior 

ot pupils It i-; difficult to determine if a specific pr/Jgram "causo<j" the 

change or if r;ome other factor's influenceci tfie chan^/I?. Tor instrirK:o, 

dit t erenr:es in^home env ironment s Vr-e r*elatod to d i f f e^iencesr in reading 

achievomerU. to fit ficores and reading .iijility m.iy t]ir*ectly influence 

s 

a<:^i ievcrnent test scor<?s in the social science:;. Aithoiigh st<Jt i st ic.il 
techniques exist lor fJetermining relat ionrihips f)etween varia,bles which 
may affect the changes in pupal behavior, they require sophisticated skillt 
and are not easily initiated. 

In addition to technical problems, there are psychological problems. 
There may be resir;tance among, the personnel of t.hi* -r'^'Ui i '/nt, i i t. ♦ hu- 
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implementation of a Program budgeting system* particularly, if such a 



system is perceived as a personnel evaluation system'. 



A secorui type of psychological problem develops whenever sophisticated 



decision making tools^ such as Program Budgeting, are applied to j)roLlems 
which are political in nature. Program Bu(igeting does not generate deci- 
sions. It s imply . prov ides a means whereby better ciecisions can he made. 
Political problems j?equire political decisions. Before the potential 
t'eneiits of Program Budgeting qan be obtained decision makers must utilise 
the iniormation generated by the system. 



The process of deciding to implement a Program Budgeting system is 
e:isentially theViar?^e as other decision making or [)roblem solving [irocesr.es . 
An initial step rrright be the recognition, definition, and limiting cjf a 
problem. It no problem is perceived, or no questions need answers, then 
no furtlier action is nece5i;ary^ II decisicni mak(^rs consider current [)rac-' 
tices ad^erjuate, th^n a Pr(jgram Buciget ing system is not needed. Once the 
de( ision makers 'f^erceive that a pr-oblem exists, then the problem should be 
clearly ciefint/d arxi lifiiited. li, for instance, the decision makers desire 
an.swerr,. to quiv.t'ions such a;,: "What, are the costs and bonfMits ul our 



vocationril programs?" and ciirrent prricti?^er> ;:dnnot provide the anr;wers, 
then a problem exists. 

When the problem is recognized it can be defined anfl limited. losing 
the above example, definitions should clearly rp*"-'!!';/ what i r^Mint by 
the terms; "cor.ts," "benef its," as well ari, what constitutes the 



Implementing Program Budgeting 
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"vocat Iijridi ;)ro)t',rdm:. . " At thiu i'Oint , it would be helpful tO' -limi i the 
VTOllem by r3pecifyin^^ the kinds of information ttie deciiiiofi mdkeri; Lelievo 

o 

to be relevant to the problem. ... . - 

The next :;tep in deci,ciin^^, to implement a Propram Budget in>^ syfit'^m ir. 

to thoroup,hly ana-lyze and evaluate the [problem. In thi:^ phase of the 

duci:.i >n making, ['roce:;', .j 1 1 .a.spcctfi of th(» proljl^'m ar»* .con:; i dorr,'d . .omc 

jU*- > t i ',>ii.. whii.n [ni,Mit b»* <..""»ri:. i d*.T'ud .ii't* : 

i. Ar*' \in.'rf' t^'ciiniral 'ji' : : .y cho lop i c a 1 i t u<i t Lori': wh i < h ruj : t; <^ 
f-iiaript-d f or>* t h»* prob 1 i}n\ can b(.» 1 Vi'<i V 



Ai'*' tht're ch<inp«-':; iii i\ir formal orpan i 7.at i orja 1 :. t r^uc t ur* • wii.'^ij 
mu:.t \ if r place b('forf.' llir pr(jblem can be solvf(JV' 

K Will lifw problem:. crTit'i-p** as <i re:iult of solvinr this ] irnb .' 

A tiiir-d m.ijor- pnasf of tlM* (U*ci:.iori maKiri>^ pro(.:<«f;!i wouhJ L'- to 

^•st.ibi: .b .t. in (bird:, by which :,.oi ut ion^-X.o the [vroblfin cMn be *• v.i 1 ua t s-d . 

tlil ". pfia.'.r-, .1 miriimal a'c^ptablc levc*l c;f o f feevivenesr, should 

d<.' t fnT:dn»*d and criteria for evaluation ^-s tahl i :died . An evaluar^^ \ 

i:iovi«'l c(>ul(l be d(,wr?lo[jed <it ttiis point t4) comparf* thf' benc.'fits and costs 

of .1 1 1 iT-nu t I ve soluti(;ns tr^ tdn* i'T'oi'lem. 

The f'ujr^tfi sr<-p mfiy t" "lIo:! * s*^ ist -i • .lt-ft1 n phus*-. A; 'sis. » 

ill data p^rt-inent t ^ thf docision ar<; patlierrd .in^r or'pan i XeiJ . Thusc 

data rrii).ssl inc lude .t itenuints of thi* difference's iunwferj the s*itu<itbjn 

< ur^r'*-nt b/ '-xl .tin>*. m l th»- .Ituatbni which would ex.i^.t when the problem 

is :..t>iv*s]. 

Hie next [ liasf (jf th'* dec ir; ion mrikinp procer;s. i,^ the formulation of 
several .';r>i<Jt i^ur. t'j the prc>blem, fieUM:tion of a preferred .solution, and 
testiiip of th<' solutiofi l^efor^e it is implemented. !.ev»T'al ty[)e:i of 
f*ropram injdp/^t inp, sy s t f»m.--. mipht b** dovfjlo(>ed. I'erh.ip-; , once the ['roblt^m 
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is clearly defined and 1 imit;ed , * it might be found'/that lesr, than a compre- 
fiensive Progrtam Budge t iag i^ystem could solve the ^^robllm. If all the 
decision niakerr. desire is [urogram cost data, then a cos^ accounting systerr) 
might be adequate to solve the problem. 

Oru:e alternative solutrons to the prohlem are developed,' one or more 
of them care selected for' testing. A testing [urogram" mig hit consir.t (jf 
simulation activities, or the implementation of the selected r.olution in a 
small ;;e)'.ment ot. the 1 ; • t'-r-n* 1 u n i i . ' I fu.i... ' '-''[I'lr:* a 

ijofTiM rici t« ion ot simulation and pilot testing might be an even more effective 
way *ot def-ugging the program before fuli^ricale imf) 1 emerjtat ion . 

rhe tinai sfep oi the- process is the implementation and (.^valuation of 

*a pr-eferred srjlution to thr» problem. The evaluation being in terms of the 

^ ' ' - . 

■:riteria develo[)ed dur'ing the third, phase of the decision making process. 

In summary, the decision to implement a F^rogram Budgeting system 

f;hou*ld consist of a six step process: 

1. • Define and limit a problem to be solved or ti fjuestion to be 
answer^ed . 

;^ . Anaiy/r»* th(» pr'oblem in term:; of t hri icM 1 nv j»syr ; tiolog i 1 
isii^^or's , ris wf^ll as, n(?w pjroblems whif:h inciy emerge as a 
resuTr^^-^Sfts^^'lving this problem. ^ * 



i. iJevflop it.indardt, TT'T'^juiiich solutionri to the prc'bl(MTi can be 
ev.iluatofl. ^ 

H, (^)llfM;t -Hid {jr*gani/>e* rii 1 data pertirumt *tT»Hf4^^ d«M:Isi{}n. 
'j . r.oloct ,1 pr-eterTe<l solution to the proMcm and test it. 
h. Impjlomont the preferred .'iolution .and evaiu.ite it. 
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